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June 19, 2003

The Honorable William Donaldson
Chairman

Securities and Exchange Commission
450 5™ Street, N.W.

Washington, D.C. 20545

Dear Mr. Chairman:

According to the insider securities trading information posted on Freddie Mac’s
website, several senior Freddie Mac executives appear to have sold significant amounts
of stock of the company on June 5, 2003. This was one day after the company’s outside
legal counsel reportedly discovered that a senior official at the company, Mr. David
Glenn, had altered or destroyed pages from a business diary that may have related to its
ongoing investigation into the companies’ restatement of its earnings. It was also the
same day this information was reported to Freddie Mac’s Board. However, it was at least
four days before this information became available to the general public on June 9, 2003.

As you can see from the attached documents posted on Freddie Mac’s web site,
the following five Freddie Mac insiders sold 8,656 shares of stock in the company on
June 5, 2003, for a total of $520,315.88, as follows:

e David W. Glenn, Vice Chairman and President, sold 4,228 shares at a price of
$60.53 per share, for a total of $255,920.84;

e Melvin M. Kann, Senior Vice President and General Auditor, sold 509 shares
at a price of $60.53 per share, for a total of $30,809.77;

e Maud Mater, Executive Vice President, General Counsel, and Secretary, sold
619 shares at a price of $60.53 per share, for a total of $37,468.07;

e VWilliam I. Ledman, Senior Vice President, Information Systems and Services,
sold 2,699 shares at a price of $60.53 per share, for a total of $163,370.47;
and,

e Paul T. Peterson, Executive Vice President-Single Family, sold 541 shares ata
price of $60.53 per share, for a total of $32,746.73.

While there may be a perfectly innocent explanation for these insider stock sales,
such as a pre-arranged 10b5-1 selling plan, the fact that they occurred at a time when
these company insiders were likely to have been in possession of material non-public
information -- information whose disclosure could reasonably be expected to have a
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material adverse impact on Freddie Mac’s stock price -- raises very serious questions
regarding whether possibly illegal insider trading may have occurred. We are aware that
the Commission has already begun to investigate questions relating to recent events at
Freddie Mac, and we wanted to bring your attention to these stock sales and ask whether
the Commission intends to fully examine the facts and circumstances relating to these
sales.

We also note that because Freddie Mac is exempt from having to register its
securities with the SEC, its-insiders are exempt from Section 16 of the Securities
Exchange Act of 1934, which regulates certain insider stock transactions. The SEC staff
confirmed that Freddie Mac was exempt from this provision in a “No Action” letter :
issued on July 12, 2002. At that time, the SEC staff confirmed that it agreed with Freddie
Mac’s view that despite the company’s decision to voluntarily register its equity
securities, that “Section 16 of the Exchange Act is inapplicable to Freddie Mac's ofﬁcers
directors and shareholders” (see http://www.sec.gov/divisions/corpfin/cf-
noaction/freddiemac071202.htm). We would hereby request that the SEC explain the

.legal effect of Freddie Mac’s exemption from Section 16 of the Exchange Act. For
example, if these insider sales had been short swing transactions (i.e., sales within 6
months) or short sales, wouldn’t they be exempt from the restrictions on such sales
contained in Section 16, restrictions which apply to every other public company in
America? Does the Commission believe that the public interest and protection of
investors would be better served if Freddie Mac’s (as well as Fannie Mae s) insiders were
fully subject to this and other requirements of the federal securities laws — which, as you
have previously stated, represent the “gold standard” of disclosure in this country?-

Thank you for your attention to this serious matter We look forward to your
response..

g

Sincerely, . ¢

Edward J. Markey
Member of Congress

Memb of Congress

Enclosures
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